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THE PRESIDENT’S 
STATEMENT 


Soquip has taken two important 
steps forward in its fifth year of 
operation; its authorized capital has 
been increased from fifteen to one 
hundred million dollars and its ac- 
tivities have spread beyond the borders 
of Quebec. 


These developments result from the 
Quebec government's desire to use 
Soquip primarily to participate in 
increasing Quebec's petroleum and 
natural gas security of supply, rather 
than only to promote exploration of the 
province’s sedimentary basins. 


Soquip’s changing role stems from 
the last few years world events whose 
principal consequence, apart from 
higher oil prices, has been a dramatic 
increase of producing country gov- 
ernments’ power to take strategic 
decisions on the oil scene and a 
parallel increase of responsibility of 
consuming country governments with 
respect to security of supply. 


Particularly in the case of crude oll, 
security of supply implies more and 
more often government to government 
agreements, the substance of which 
is carried out by national oil companies 
at both ends. Soquip’s charter includes 
the supply, transport, refining and 
marketing operations involved, but 
the company has not yet been asked by 
its shareholder to enter these areas. 


Soquip has therefore addressed 
itself to the problem of increasing the 
supply of natural gas to Quebec. Only 
5% of Quebec’s energy needs are 
provided by natural gas compared to 
about 29% in Ontario. 


It is in Quebec's interest to increase 
the share of Canadian natural gas in its 
energy supply picture to reduce its 
dependency on insecure imported 
crude oil. Incidentally, this would im- 
prove Canada’s balance of payments. 


Quebec also needs increased access 
to natural gas to encourage the 
establishment and growth of industries 
which need this noble form of energy 
and which, as Sidbec, cannot convert 
to oil, coal or electricity. 


The gas reserves discovered in the 
Arctic and in the Mackenzie Delta 
and Eastcan’s offshore Labrador gas 
prospects lead us to believe that in a 
decade Quebec will have access to all 
the gas it can use. To use this gas, 
transportation and distribution facilities 
will have to be developed at great 
expense, not only of money but also 
of time. It is therefore important that 
the development of Quebec’s gas 
facilities be started as early as possible. 


In order to help provide the gas 
required for this development, Soquip 
has increased its exploration effort in 
Quebec, it has attempted to acquire a 
share in Panarctic and has directed its 


work in Western Canada and the 


Maritimes to the search of gas. 


Wildcat drilling has fallen sharply in 
Canada since 1973 as a result of 
governmental decisions to maintain an 
artificially low domestic crude oil 
price and increase taxes and royalties 
at a time when experts predict a gas 
shortage. Oil industry investments have 
moved to greener foreign pastures. 


The Alberta Gas Trunk Line Limited 
(AGTL) and Soquip share the opinion 
of some experts who hold that Alberta’s 
gas production could be substantially 
increased on a short term basis until 
Mackenzie Delta gas becomes available 
if Canadian gas users who risk being 
hurt by a shortage would invest in 
Alberta now. 


AGTL and Soquip have set the basis 
of a Joint Venture to explore for and 
develop natural gas. The group called 
“Gas Initiatives Ventures” GIV_ will 
get under way with two members 
whose initial contribution of 5 million 
each is modest. It 1s, however, so 
structured as to regroup the largest 
possible number of gas distribution 


companies and industrial users who 
feel it is up to them to act at a time 
when the oil industry has reduced its 
effort. It is of note that Soquip’s initial 
participation in GIV will be financed 
by Sidbec who will be reimbursed by 
a discount on gas sold by Soquip to 
this sister company. 


Notwithstanding the expansion of 
Soquip’s activities in other provinces, 
the principal effort in 1974-75 has 
been in Quebec where seven wells 
were drilled as compared to four the 
previous year. This work condemned 
large areas where hydrocarbons have 
been “cooked” and identified other 
areas, particularly in the St. Lawrence 
lowlands, where it appears that com- 
mercial production could be obtained 
by stimulation technology. 


In five years, Soquip has grown into 
a medium sized company, authorized 
to operate anywhere in Canada and 
staffed with a team competent In all 


aspects of exploration. 


(fom 
p- Bernard Cloutier, 
President 


Ste-Foy March 31st 1975. 


CANADIAN BASINS — 
OVERVIEW 
AND EXPLORATION 


The Canadian territory, including the 
continental shelf (water depth less 
than 200 metres) envelops approxi- 
mately thirty five relatively distinctive 
sedimentary basins and sub-basins 
which are favorable for hydrocarbon 
exploration. 


These basins are mainly developed 
at the margins of Canada’s backbone, 
the so-called Precambrian (P€) shield. 
They cover northwestern Canada, 
northeastern Alberta, southern Saskat- 
chewan and southwestern Manitoba, 
the Arctic, Hudson Bay, Baffin Bay, 
offshore Labrador, Newfoundland, the 
Maritimes, southern Québec’ and 
Ontario. 


Tectonic forces (earth movements) 
during the geological history of Canada 
have highly disturbed and even 
metamorphosed part of the original 
basinal rim bordering the Canadian 
shield. These regions, such as an 
important part of the Rocky Moun- 
tains, the Maritimes, Newfoundland 
and Québec, lost their hydrocarbon 
potential and are now classified by the 
“oilmen” as ““economic basement”. 


The remainder of the basins can be 
classified into two groups: 


@ those with definite proven hydro- 
carbon potential, are situated in 
the interior Plains, the southern 
Foothills, the Mackenzie delta, the 
central Arctic, the Labrador shelf 
and southern Ontario; 


@ the other are areas such as the West 
Coast offshore, northern Foothills, 
Hudson Bay, southern and eastern 
Arctic, and southeastern Canada. 


The latter remain among the areas of 
relatively low success ratio. This, 
however, does not mean that economic 
discoveries will not be made in the 
future. Moreover, one should not forget 
that the world’s greatest reserves are in 
oil sands and shales, in low porosity 
and permeability reservoirs and pos- 
sibly in offshore areas located in deep 
water. These reserves are still untapped, 
but rapidly progressing technology, 
higher prices for products and compe- 
tition will bring them to the doorstep 
of our economy in the near future. 


GEOLOGY DEPARTMENT 


To compare their exploration ma- 
turity, the basins have been grouped 
into: 

@ WESTERN CANADA 

(mainly Alberta) 


@e NORTHERN CANADA 
AND THE ARCTIC 


@ EASTERN CANADA with a special 
emphasis on the Province of Québec. 


Western Canada: 


After the Precambrian period of 
mountain building and pronounced 
erosion, in lower Paleozoic times, 
subsidence started taking place and 
the sea transgressing from the west 
covered more and more of the original 
land area. This transgression reached 
its maximum in the middle Paleozoic 
period. At that time most of the region 


ICUMENTATIO 


of Alberta, and as far north as the 
Arctic, deposition of tropical limestones 
and other carbonate rocks, associated 
with flourishing reef growth, took 
place. Further towards the southeast, 
and behind the carbonate barrier, 
evaporation in a kwelder environment 
(lagoon) was prevalent. This gave 
rise to the development of extensive 
evaporites (salt and gypsum). Towards 
the west, the carbonate platform 
changed into a shale basin in which 
organic rich clays and sands were laid 
down. These sedimentary conditions 
prevailed more or less till the end of 
the Paleozoic. 


N 


SOQUIP ACREAGE 


During the lower Mesozoic period 
the region became unstable. Large 
areas emerged and were eroded 
whereas in other regions local sub- 
sidence led to patchy accumulations of 
thick sequences of sediments. 


At the beginning of the upper 
Mesozoic, mountain building along the 
axis of the Rockies was pronounced. 
Continental clastics, such as_ sand, 
shale and _ siltstone, with local coal 
seams, were developed in northeast 
British Columbia and eastern Alberta. 
Towards the north, and broadening 
between the Rockies in the west and 
the Canadian shield in the east, the 
sediments became more and more 
marine. 


LOG EVALUATIO 


West of the Rocky Mountain belt, 
the same conditions occured with 
marine influence from the Pacific 
Ocean. Intermountain troughs were 
filled up with coarse continental 
clastics along the mountain backbone. 


The Tertiary period started with the 
uplift and erosion of a broad ridge 
north of Alberta which then separated 
a purely continental coarse clastic 
southeastern basin from the marine 
Mackenzie and Arctic regions. 


Towards the end of the Tertiary the 
Rocky Mountains were completely 
built and the actual plains filled in. 


Exploration for oil and gas in Western 
Canada has been highly successful in 
the plains as well as in the disturbed 
foothills’ belt. Approximately one 
hundred and thirty different sediment- 
ary sequences have been described 
and named in the Paleozoic and 
Mesozoic periods and at least one 
quarter of these sequences are hydro- 
carbon productive, from one or more 
horizons or areas. 


Albertan statistics from drilling data 
show a mean success ratio for the 
period 1953 through 1974 of 20% per 
year with a 9% low in 1969 and a 30% 
high in 1974. The total of new field 
wildcats drilled in that period is 
around 14,000. Total exploration costs 
were in excess of $6.5 billion. Proven 
volume of recoverable oil increased 
during the period 1953-1974 from 
5.5 billion (109) barrels to 11.5 billion. 
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Gas increased from 22 trillion (1012) 
cubic feet to 71.5 trillion. This means 
that over the last twenty years, each 
dollar spent in exploration, led to the 
discovery of 0.9 barrel of recoverable oil 
and 7,500 cubic feet of recoverable gas. 


Northern Canada: 


A large part of the Northwest 
Territories and the Yukon followed 
the geological history described for 
the Interior Plains and the disturbed 
Foothills of Western Canada. 


Further to the north, the Arctic region 
developed in a different way. In a 
broad sense, it started with a relatively 
narrow beach sand deposition in 
the lowermost Paleozoic around the 
Precambrian shield. This was followed 
by major and thick carbonate and 
reefal development. Towards the north, 
the carbonates are associated with 
evaporites and separated from a nor- 
thern shale basin by a ridge. 


Tectonic movements started in the 
middle Paleozoic and several areas 
emerged. Rejuvenated subsidence gave 
rise to the deposition of thick marine 
carbonates and clastics (sand, silt, clay, 
gravel) which grade upwards into a 
continental sequence. 


~ DRILLING STORY. 


At the end of the middle Paleozoic, 
mountain building took place which 
affected the southern and eastern- 
central Arctic (Franklin belt). In the 
upper Paleozoic a distinctive basin 
Started to develop at the southeastern 
border of the Arctic Ocean, the 
Sverdrup basin. This basin subsided 
right throughout the Mesozoic into the 
middle Tertiary. 


Up to 45,000 feet of sediments 
of alternating marine and nonmarine 
character were deposited during suc- 
ceeding transgressions and regressions 
of the sea. 


The region of the Mackenzie delta 
and Beaufort sea, which had been 
strongly influenced by a southwards 
moving mountain belt during most of 
the Paleozoic period and part of the 
Mesozoic, became basinal in the upper 
Mesozoic. Huge amounts of deltaic 
and marine sand, silt and clay were 
deposited in this funnel shaped de- 
pression. Immediately north of the 
Mackenzie Delta, the sequence is 
30,000 feet thick (depocenter) and 
then thins again towards the ocean. 


Exploration for oil and gas in North 
Canada, especially in the Arctic and 
Mackenzie Delta regions, is young. 
Modern exploration drilling in the 
Territories started in 1957 only. Up to 
the end of 1973, more than $525 million 
was spent in this respect. Total 
exploration costs amounted then to 
over $1 billion. This includes about 90 
wells in both the Arctic and the 


Mackenzie delta. Oil reserves could 
amount to 2 billion barrels and gas 
reserves are rumored to be over 20 
trillion cubic feet. If these figures are 
correct, this means that every dollar 
spent on exploration led to the 
discovery of 2 barrels of oil and 
20 thousand cubic feet of gas. 


Although the success ratio seems 
quite reasonable, one should not 
forget that in the remote frontier areas 
threshold values have to be very high 
to cover production and_ transport 
costs to market. 


Eastern Canada 


Southern Ontario has been the 
prolific extension of the Appalachian- 
Michigan basins which have their 
major development in the United 
States. 


Formations all belong to a stable 
lower to middle Paleozoic basinal edge 
at the southern rim of the Canadian 
shield. Maximum thickness of se- 
diments reaches 5,000 feet. The 
sequence normally starts with sands 
overlain by predominant carbonates, 
with reefal development and evap- 
orites, and clastics such as claystones 
and silts. 


Ontario has produced for over a 
century. Total oil proven so far is in the 
order of 60 million barrels and 1.0 
trillion cubic feet of gas. Exploration 
maturity is high with an average of 
2 wells per square mile. 


The basins of Québec, the Gulf 
of St. Lawrence and the onshore 
Maritimes also belong to the Paleozoic. 
The sediments consist of carbonates 
and clastics and in the Gulf extensive 
evaporites are developed. Due _ to 
mountain building, the southern part 
of the above regions is highly deformed 
and lost much of its hydrocarbon 
potential. The remainder of the basins 
has been relatively stable. Thicknesses 
vary but the bulk is found in the center 
of the Gulf. Sediment thickness here is 
in excess of 30,000 feet. 


Wildcat drilling, near oil seeps, 
started in the middle of the 19th 
century, in the Gaspé area. Ever 
since, with highs and lows, drillings 
continued all through the region with 
the, so far, meagre results of a small 
oil and gas field in New Brunswick at 
the beginning of the 1900's and a 
small gas field in subrecent sands of 
the Lowlands, between Québec and 
Montréal, about twenty years ago. 


The Atlantic offshore consists of 
a Paleozoic slope on which thick 
(15,000’'+), mainly Mesozoic sand, 
silts, clays and gravels were deposited. 


Since this part of the continental 
shelf is, in part, the continuation of the 
North American shelf, which starts in 
the Gulf of Mexico, hopes were high 
when in the sixties reconnaissance 
drilling started. Now over one hundred 
wells have been drilled with only one 
small discovery off Nova Scotia on 
Sable island. 


The major problem with the Atlantic 
offshore seems that this appears to be, 
what is called, a cold province. This 
means that sediments did not undergo 
sufficient maturation to generate hy- 
drocarbons even if source-rock is 
available; lack of deep overburden by 
younger sediments is generally the 
cause. Further north, off Labrador and 
Baffin Bay, Tertiary sediments overlie 
the Mesozoic in an elongated depres- 
sion, west of Greenland. Overburden 
is thick and, so far, two diagnostic 
wildcats out of three proved highly 
productive. 


The Labrador-Baffin Bay basin is a 
rift, which means that basement is 
downwarped along successive parallel 
faults: step faults. Mesozoic and 
Tertiary deposits, derived from the 
erosion of the surrounding land masses, 
have been draped over these steps. 
They reach great depth in the basin 
center. Giant structures seem to be 
present. Potential of the area could be 
over 100 trillion cubic feet of gas plus 
some tens of million of barrels of oil 
and /or condensate. Since this basin is 
virtually unexplored, no definite figures 
can be put forward. Huge reserves 
have to be proved in order to meet the 
threshold for eventual development of 
this extremely remote “iceberg alley”. 


Besides the above eastern basins, 
there is, in the middle of the 
Precambrian shield, the Hudson Bay. 
This relatively undisturbed depression 
comprises also mainly Paleozoic sedi- 
ments. In its center, up to 6000 feet of 
deposits seem to be present. The basin 
sedimentary sequence compares well 
with the Michigan basin. A couple of 
wells drilled so far proved to be dry. 


Exploration for oil and gas _ in 
Eastern Canada, with the exception of 
the Labrador shelf and Ontario, has 
been little successful. In the last five 
to six years around $400 million were 
spent mainly offshore. Since 1952, 
over 1500 new field wildcats were 
drilled. Their success ratio of about 
6.5% is mainly due to new discoveries 
in. Ontario. Money wise, however, 
the ratio is less than 1%. 


Oil discovered in the last century 
amounts now to 20 million barrels and 
gas to 300 billion cubic feet. This does 
not include the Labrador strikes. 


Québec exploration, after the Gaspé 
boom at the turn of the century, 
picked up major interest in the late 
fifties and sixties. Most of the sedi- 
mentary areas were covered with 
permits and drilling was_ relatively 
active. Since 1952, however, only 155 
to 160 wells were completed and, 
except for the shallow gas field of 


Pointe du Lac, between Québec and 
Montréal, no commercial discovery 
was made. 


Statistics over the last five years 
show an exploration expenditure of 
almost $35 million. We could presume 
that over the last 20 years at least 
twice as much was. spent. Gas 
discovered so far is, unfortunately, only 
about 1.5 billion cubic feet. No oil 
was found. 


This overview of Canadian explor- 
ation, which does not pretend to be 


complete and which is based on mixed, 
sometimes not reliable, information 
shows anyhow some pertinent facts. 
First the Western Canadian basins: 
these are still extremely prosperous and 
easily accessible; then, the Mackenzie 
and Arctic: with their high and nearly 
proven potential, threshold values are 
at the doorstep of development; 
finally Eastern Canada: further explor- 
ation of the Labrador-Baffin Bay area 
and possible development of major gas 
accumulations in low quality reservoirs 
should take place in the future. 


CANADA’S BACKBONE — THE PRECAMBRIAN SHIELD 
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IN MILLIONS OF ACRES 


LAND HOLDINGS 


This financial year has Shown a major 


change in Soquip’s land situation. 
This change is the acquisition of land 
in the Maritimes (Nova Scotia and 
Prince Edward Island), Alberta, British 
Columbia, the Yukon and the North- 
west Territories. In addition to this, 
Soquip has an option on 5,533,624 
acres in the Canadian Arctic. 


Soquip is now exploring 60,777,626 
acres of provincial and federal permits 
(52,566,630 acres if the area covered 
by overlapping federal and provincial 
permits is excluded) with 30 other 
petroleum companies. This acreage Is 
broken into; 40,851,960 gross acres in 
Québec, 3,950,709 gross acres in 
Nova Scotia, 2,463,179 gross acres in 
Prince Edward Island, 17,120 gross 
acres in Alberta, 51,043 gross acres 
(with 1,004,784 acres under option) in 
the Yukon and Northwest Territories. 
Some 12,825,491 gross acres are 
under federal permit. In addition, 
Soquip holds the rights on 553,277 
acres in the Québec Lowlands; these 
rights belong to private individuals 
and not to the Crown. 


The net participation of Soquip in all 
these permits is 63.4% or 38,557,886 
acres. Moreover 16 different com- 
panies are in a royalty position on 
these tracts of land. 
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FIELD GEOLOGY 


As in the previous financial year, 
field work decreased as the geological 
department concentrated its efforts on 
well evaluation, subsurface correlation 
and compilation of data. 


A total of eight geologist-weeks 
were spent in the field. These were 
along the North Shore (Sept-lles- 
Blanc-Sablon) and on the west coast 
of Newfoundland. The object of these 
missions was to helo with the 
interpretation of data collected north 
of the Gulf of St. Lawrence and in the 
Anticosti Island area. One week was 
spent in l‘Assomption area sampling 
outcrop for source-rock studies. 
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MARINE SEISMIC 


This financial year saw a record in 
marine seismic with a total of 2045 
miles. Soquip was operator for 1942 of 
these miles. 


In the province of Québec a total of 
934 miles was shot in the Gulf of 
St. Lawrence. 


In the provinces of Prince Edward 
Island and Nova Scotia, 1111 miles of 
seismic were carried out, almost all 
by Soquip (1008 miles). This seismic 
was used as_ partial earning for 
new permits offshore in surrounding 
provincial and federal waters. Inter- 
pretation has been of considerable 
aid in relating the knowledge gained 
in offshore drilling to the data acquired 
on land, thus orienting the drilling in 
this area. 
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LAND SEISMIC 


The bulk of the seismic work was 
performed to fulfill earning commit- 
ments and to evaluate, for future 
drilling, the permits acquired since 
1973-74. 


Within the province of Québec, 
36 miles of seismic were carried out to 
better outline two possible drilling sites 
near Murdochville and Québec City. 


In Nova Scotia, 26 miles of seismic 
was shot over new permits as part of 
the earning commitment. 


On Prince Edward Island, a total of 
247 miles of seismic was carried out 
during the fall and winter of 1974 
to fulfill initial farmout commitments 
and define several drill sites. 


A total of 309 miles of land seismic 
was shot. This is more than twice 
the amount of miles shot annually 
since 1970. 


FOOTAGE DRILLED 
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DRILLING 


In 1974-75, Soquip participated in 
the following 12 well drillings and was 
operator of 6 of these: 


Soquip Scurry Rainbow Sandtop 
no. 1 (Qué.), Soquip Lac Noir no. 1 
Neigette (Qué.), Soquip et_al. Villeroy 
no. 2 (Qué.), Soquip et_al. Val Alain 
no. 1 (Qué.), Soquip etal. lle d'Orléans 
NOs e(OUC)) eG See SOgUID: (oVV 
Yamachiche no. 1 (Qué.), C.S. Soquip 
S.W. Maskinongé no. 1 (Qué.), Soquip 
etal. Tyrone no. 1 (P.E.I.), TPOC Clark 
Beavercrow b-6/7-I (C.B.), Murphy 
et_al. North Sydney I-05 (N.S.), 
FNX et_al. La Biche C-30 (Yukon), 
Murphy Alminex Victoria Island F-36 
CNV Edie) 


In total, Soquip was implied in 
the drilling of 55,233 feet, its net 
participation being 27,202 feet. It Is 
of note that, of this net participation, 
25,194 feet were drilled in the province 
of Québec and 2,008 feet elsewhere 
in Canada. Therefore, Soquip, while 
attributing priority to exploration in 
the province of Québec, has started to 
expand its exploration throughout 
Canada. 
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GEOLOGICAL OPERATIONS 


(Well supervision) 


Soquip has changed the tempo of 
exploration from field work to drilling. 
With Soquip acting as operator for 
5 wells in the Province, the time spent 
in well site supervision has increased. 
In 1974-75, a total of 29 party-weeks 
were spent on well sites. This 
represents the longest time assigned 
to such activity since the creation of 
the Company. 
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REGIONAL SUMMARY 


A) QUEBEC 
1) Gulf of St. Lawrence 


Soquip’s land holdings (gross) : 
9,368,325 acres 


Soquip’s land holdings (net) : 
5,140,426 acres 


1.1) LAND HOLDINGS 


Soquip’s land situation in this region 
has not changed during the financial 
year. 


The division of this geologic basin 
in regards to exploration is as follows: 
@ 3,300,000 acres around the Made- 

leine Islands held in equal partner- 

ship with the Société Acadienne 
de Recherches Pétroliéres Ltée 

(SAREP). 


@ In June 1974, Shell Canada Limited 
relinquished to Amoco Canada 
Petroleum Company Limited the 
5,155,812 acres that it had acquired 
from Amoco prior to the divi- 
sion of the gulf between the 
provinces. This marine acreage is 
apportioned as follows: 4,717,287 
acres in Québec waters, 189,285 
acres in the province of Prince 
Edward Island, 177,907 acres in 
New Brunswick, 49,872 acres in 
Newfoundland, and 21,416 acres 
in Nova Scotia. This agreement also 
covers 1,760,769 acres of federal 
permits (overlapping of provincial 
permits) that Soquip holds jointly 
with Amoco Canada Petroleum Ltd. 

@ Soquip has 100% interest in the 
remaining 912,513 acres. 


1.2) EXPLORATION 


Marine seismic in the Madeleine 
Islands area was the principal activity 
in this basin. A total of 176 miles was 
shot to better define the complex 
structural configuration of the basin. 
Salt domes are common throughout 
the area and definition of traps requires 
considerable geophysical work. 


2) Anticosti Basin 
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Soquip’s land holdings (gross) : 
24,256,050 acres 


Soquip’s land holdings (net) : 
23,819,230 acres 


2.1) LAND HOLDINGS 


During the year Soquip and Scurry- 
Rainbow Oil Limited were joined by 
Pan Canadian Petroleum Limited in 
the exploration of 852,326 acres of this 
region. Of this acreage 533,576 acres 
are held under provincial permits by 
Soquip, while Scurry-Rainbow holds 
the superimposed federal permits. 


Soquip continues to explore alone 
the remaining 23,403,724 acres of 
this basin. 


2.2) EXPLORATION 


With Scurry-Rainbow Oil Limited as 
partner, Soquip drilled a 4,700 foot 
Stratigraphic test, Sandtop No. 1, to 
Precambrian basement on the eastern 
point of Anticosti Island. This remote 
location, with no land access, required 
considerable preparation and the use 
of helicopter for much transportation. 
The well took 28 days to complete. 
In conjunction with this well, field 
work was carried out on the North 
Shore and on the west coast of 
Newfoundland to provide a clearer 
picture of the stratigraphic possibilities 
of the area. 757 miles of seismic was 
shot around Anticosti Island. This 
seismic will be correlated with the 
Sandtop well and previous wells on 
the island. 


3) The Gaspé Trench 


Soquip’s land holdings (gross) : 
1,269,350 acres 


Soquip’s land holdings (net) : 
956,787 acres 


3.1) LAND HOLDINGS 


A total of 1,790,650 acres are under 
permit in this region. Exploration of the 
1,269,350 acres held by Soquip is 
divided as follows: 


@ The eastern portion of the trench, 
consisting of 420,600 acres, Is 
explored 100% by Soquip, with 
Laduboro Oil and Francana Oil 
& Gas Ltd. in a royalty position on 
some of the permits. 


e@ The Fauvel — Murdochville block, 
with a total area of 620,850 
acres, is explored in participation 
with Golden Eagle Development 
Ltd. and Gulf Canada Ltd. 

e@ The remaining 227,900 acres, which 
are part of permit 209, are explored 
by Soquip alone. 


3.2) EXPLORATION 


A total of 18 miles of land seismic 
was shot in the area of a proposed well 
near Murdochville. 


Compilation of data from old wells 
drilled in the area was commenced to 
define possible traps and hydrocarbon 
potential. 


4) Chaleurs Bay 


© §T= LAURENT 


Lau PRINCE 


\ oS 


Soquip’s land holdings (gross) : 
772,000 acres 


Soquip’s land holdings (net) : 
772,000 acres 


4.1) LAND HOLDINGS 


The Chaleurs Bay sedimentary area 
covers 2,836,000 acres, of which 
1,900,000 acres are situated in Québec. 


Soquip’s land holding comprises the 
Québec half of the bay, representing 
some 772,000 acres. 


4.2) EXPLORATION 


Following the evaluation of the 
Silurian at Chaleurs Bay, it is clear that 
knowledge of the subsurface condi- 
tions for source and reservoir rocks is 
limited. Further work, along with a 
stratigraphic drilling program, will be 
required to better define the hydro- 
carbon potential of the area. 


5) The Taconic Complex 


Soquip’s land holdings (gross) : 
3,872,910 acres 


Soquip’s land holdings (net) : 
3,653,131 acres 


5.1) LAND HOLDINGS 


The geological region of Québec 
extends from the U.S. border south 
of Montréal to the east of the Gulf of 
St. Lawrence, on the north shore of the 
Gaspé peninsula. 


Soquip’s 


land holdings are as 


follows: 


Following a farmout agreement with 
Shell Québec Limited, Shell Canada 
Limited and Shell Explorers Limited, 
Soquip now holds 100% interest in 
638,900 acres. 


In the St. Lawrence estuary, Soquip 
is exploring, on its own, 2,515,000 
acres situated between Logan's line 
and the north shore of the Gaspé 
peninsula. 


In addition to the 65,300 acres held 
south of Rimouski, Soquip has 
acquired four new permits totalling 
230,000 acres. 

Soquip (35%), the Sisque Company 
(35%) and Pan Canadian Petroleum 
(30%) are exploring 80,930 acres 
surrounding the island of Orléans. 
Soquip (70%), Pan Canadian (30%) 
and the Sisque Company (over-ride) 
are jointly participating in the 
exploration of 46,000 acres on the 
island of Orléans. 

Soquip (55%) and the Sisque 
Company (45%) are exploring 
296,780 acres of the remaining 
permits situated in the St. Lawrence 
river near Québec. 
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5.2) EXPLORATION 


Following seismic work in 1973-74, 
a well, Lac Noir No. 1 Neigette, was 
drilled in the region of Rimouski. The 
well was primarily a follow-up of 
geophysics to evaluate the reservoir 
potential of the area and the maturity of 
the source-rocks. It was abandoned at 
a depth of 5217 feet. Geochemical and 
Stratigraphic analyses of the samples 
are being carried out. 


lle d'Orléans No. 2 well was a step 
out from Ile d'Orléans No. 1 drilled in 
1972. In the initial well, gas shows 
were found in fractured shales. It was 
postulated that an extension of these 
fractured shales would be encountered 
in lle d'Orléans No. 2. This failed to 
occur and the well was abandoned at 
a total depth of 3,500 feet. 


6) The St. Lawrence Lowlands 
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Soquip’s land holdings (gross) : 
1,866,602 acres 


Soquip’s land holdings (net) : 
1,671,398 acres 


6.1) LAND HOLDINGS 


Land holdings in this region have 
decreased somewhat due to relinquish- 
ment of areas of little interest. 


Soquip’s land holdings are composed 

as follows: 

@ In equal partnership with Canada 
Cities Service Limited, some 109,730 
acres are being actively explored in 
the Trois-Riviéres area. 


The area of permit 338, totalling 
33,000 acres, is explored jointly by 
Soquip (25%), Laduboro Oil Ltd. 
(25%) and Canada Cities Service 
Ltd. (50%). 

Permit 243 is now explored by 
Soquip (75%) and Laduboro Oil 
(25%) after the withdrawal of 
Canada Cities Service. 


Permit 435 west, which covers 
15,010 acres in the region of 
Québec City, is explored jointly by 
Soquip (55%) and the Sisque 
Company Ltd. 

40,820 acres were the object of 
negotiations between Pan Canadian 
Petroleum Limited, Soquip and the 
Sisque Company Ltd. The result was 
that Soquip has increased its interest 
to 70%, Pan Canadian has held its 
interest at 30% and Sisque has 
withdrawn to a royalty position. 
99,500 acres, to the north of 
Montréal, are explored by Golden 
Eagle Development Ltd. (75%) and 
Soquip (25%). 

1,538,542 acres of provincial permits 
and private mineral rights have been 
acquired 100% by Soquip following 
negotiations with Shell Quebec 
Limited, Shell Canada Limited and 
Shell Explorers Limited. 


6.2) EXPLORATION 


To the south of Québec City, 19 miles 
of seismic were shot to better define 
a possible trap in the area. This seismic, 
along with the seismic carried out by 
Shell in the Lowlands in previous years, 
is being re-interpretated to outline the 
prospects which could be drilled in this 
7,000 square mile basin. 


Drilling activity increased in the area 
with Soquip acting as operator on three 
deep wells and participating in two 
other shallow wells with Canada Cities 
Service Limited. These latter two wells, 
CS Soquip Yamachiche No. 1 and 
Maskinongé No. 1, were drilled to total 
depths of 1,448 and 2,177 feet 
respectively. After testing, the wells 
were plugged and abandoned. 


As operator, Soquip drilled and 
abandoned the Val-Alain No. 1 well at 
a depth of 5,931 feet. The well was 
drilled to evaluate an imbrication of 
sediments adjacent to Les Cédres 
No. 1 drilled in 1973-74 by Soquip. 
The latter and the Shell St-Flavien 
No. 1 encountered significant porosity 
and, in the case of St-Flavien, important 
gas shows. Val-Alain failed to find such 
gas shows. 


The Villeroy No. 1 well encountered 
important gas shows in siltstones and 
fractured shales in 1973-74. As 
follow-up exploration, Villeroy No. 2 
was drilled 3% miles to the north- 
west of this well to a total depth 
of 7,293 feet. During the drilling, 
several high pressure gas kicks were 
encountered. At the completion of 
drilling, a production test had initial 
flows at 4.4 million cubic feet per day. 
These flows decreased to an apparently 
stabilized flow of 1 million cubic feet 
per day. 


Following this continued success in 
the domain of fractured shale, it Is 
proposed to attempt to stimulate the 
gas producing zone by fracturation. At 
the same time, it is proposed to re-enter 
the Shell St-Flavien No. 1 well and 
attempt to improve flow rates by 
artificial stimulation. 


B) THE MARITIME PROVINCES 


1) Prince Edward Island 


Soquip’s land holdings (gross) : 
9,130,469 acres 


1.1) LAND HOLDINGS 


In partnership with the Hudson’s Bay 
group of companies (Hudson’s Bay Oil 
& Gas Limited, Petrofina Canada 
Limited, Skelly Oil of Canada Ltd and 
Getty Oil (Maritime) Limited), Soquip 
has commenced to explore around 
Prince Edward Island. Consequently 
our land holdings were increased by 
9,130,469 acres which are divided 
as follows: 

@ Permits of the province of Prince 

Edward Island: 2,463,179 acres. 

@ Permits of Nova Scotia: 1,614,270 
acres. 
e@ Permits of the federal government: 

8,402,067 acres. 


Some 3,349,047 acres are jointly 
covered by provincial and_ federal 
permits. 


Following the required exploration, 
Soquip will own 25% of the above 
permits. 


ie2 )eexXeLORATION 


In the farmout requirements of 
this region, Soquip was obligated to 
perform marine and land seismic and 
to drill one or two wells on prospects 
outlined by the interpretation of this 
seismic. 


Some 247 miles of land seismic and 
1008 miles of marine seismic were 
carried out. The land seismic enabled 
the definition of several possible 
structural traps. Using the marine 
seismic, these traps were related to the 
lithological sequence encountered in 
offshore wells. Following this work, 
Soquip et al. Tyrone No. 1 was 
spudded in February 1975; at the close 
of the financial year the well was 
drilling ahead and is expected to reach 
total depth in July 1975. 


2) Sydney Region — Nova Scotia 


Soquip’s land holdings (gross) : 
2,129,079 acres 


2.1) LAND HOLDINGS 


Soquip has entered into and agree- 
ment with Francana Oil & Gas Limited 
by which it may earn 5% of federal and 
provincial rights in 2,129,079 acres 
held by Murphy Oil Company Limited, 
Husky Oil Operations Limited, LL & E 
Canada Limited, CNG Development 
Company Limited and Francana Oil 
& Gas Limited. 


2.2) EXPLORATION 


A farmout allowed Soquip to earn a 
minor interest in this offshore basin. 
The principal activity has been the 
drilling of North Sydney No. I-05, with 
Murphy as operator, to a total depth 
of 5,449 feet. The well was to evaluate 
the Carboniferous. Encouraging gas 
shows were encountered. The well was, 
however, plugged and abandoned 
after electric logging. Samples from 
this well are subject to extensive 
laboratory analyses for the evaluation 
of the hydrocarbon potential of 
the region. 


Marine experimental seismic to the 
extent of 104 miles was acquired in 
the basin to assess future exploration 
methods. 


3) Minas-Antigonish 
(Nova Scotia) 


Soquip’s land holdings (gross) : 
207,360 acres 


3.1) LAND HOLDINGS 


During the year, Aquitaine Company 
of Canada Ltd. and Soquip entered 
into partnership to sign an agreement 
with Shawnee Petroleums Company 
Ltd. who own 207,360 acres of land 
permits in Nova Scotia. The partners 
can gain 100% of Shawnee’s partic- 
ipation in these permits. 


3.2) EXPLORATION 


These permits were farmed out 
following surface geological work that 
ascertained the petroleum potential 
of the area. Soquip shot 26 miles of 
land seismic in the Minas basin and 
outlined a structure which will be 
drilled in the summer of 1975. 


C) WESTERN CANADA 


1) British Columbia 


Soquip’s land holdings (gross) : 
64,847 acres 


Soquip’s land holdings (net) : 
3,242 acres 


1.1) LAND HOLDINGS 


Soquip gained a 5% interest in permit 
1804 of British Columbia held by 
Texas Pacific Oil Company. This was 
accomplished by drilling on this permit 
with a third partner, Clark Oil Producing 
Limited. 


1.2) EXPLORATION 


Soquip participated with Texas Pac- 
ific and Clark Oil in drilling a 4,600 foot 
well in northern British Columbia. The 
objective of the well was_ the 
Middle Devonian carbonates which 
are productive nearby. 


The well was plugged and aban- 
doned when these carbonates proved 
non commercial. 


2) Yukon Territory and 
Northwest Territories 


Soquip’s land holdings (gross) : 
51,043 acres 


2.1) LAND HOLDINGS 


Soquip and the Fort Norman group 
are associated in the drilling of a well 
on the lands of Pan Canadian 
Petroleum Ltd. in the Yukon Territory 
and the Northwest Territories. 


These lands are broken into three 
groups. By drilling one well, Soquip 
could earn 10% of the first group — 
17,242 acres. A second well would 
earn 20% in the second land group — 
17,311 acres, and a third well would 
earn 15% in the third land group — 
16,490 acres. The wells will be 
drilled by Fort Norman Exploration 
Incorporated. 


In addition, Soquip could earn, by 
contribution to exploration works, 
a 50% participation in 970,353 acres 
of land situatéd in the Yukon and the 
Northwest Territories and held by 
the Fort Norman group. 


2.2) EXPLORATION 


With Fort Norman Exploration acting 
as operator, Soquip is participating in 
a well in the Northwest Territories to 
test Devonian carbonates which are 
productive in the nearby Beaver River 
and Pointed Mountain fields. The well 
was suspended at 6,223’ due to spring 
break up. This was above the objective 
and the well will be continued in the 
winter of 1975-76. 


3) Alberta 


3.1) TIDE LAKE AREA 


Soquip’s land holdings (gross) : 
14,650 acres 


3.1.1) Land Holdings 


Soquip is associated with Prudential 
Funds Inc. of New York to explore 
14,560 acres of land in the Tide Lake 
area, Alberta. 


3.2) TWIN PEAKS AREA 


Soquip’s land holdings (gross) : 
2,560 acres 


3.2.1) Land Holdings 


Soquip has entered into a farmout, 
from Sunningdale Oil Limited and 
Durham Holdings Limited, which 
concerns five gas and oil permits from 
the Alberta Government. 


Soquip has also entered into partner- 
ship with Calso Partners of San 
Francisco who, in executing the 
drilling, development and production 
work, will earn 50% interest in these 
lands. 
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4) The Canadian Arctic 


Soquip has signed an option contract 
for possible lands on Victoria Island. 
This contract gives Soquip the right to 
all information on a well which is being 
drilled. In addition, it gives Soquip the 
possibility to exercise, within sixty 
days of abandonment of the well, the 
option to earn from 5% to 15% on 
approximately 2,600,000 acres adja- 
cent to the land on which the well 
is located. 


The well, Murphy Alminex Victoria 
Island F-36, commenced drilling in 
January 1975. 


1971 1972 


SOQUIP 


Société québécoise 

d‘initiatives pétroliéres 

(Chapter 36 of 1969 laws and modifications) 
Balance sheet 

as at March 31, 1975 


GE 


ASSETS 


CURRENT 


Cash and short terms deposits 

Accounts receivable 

Drilling equipment stock-at cost 
Suscribed share capital receivable (note 2) 


SUSCRIBED SHARE CAPITAL 
RECEIVABLE (note 2) 


FIXED 


Petroleum and natural gas properties 
at cost (note 3) 


Other fixed assets — at cost 
Less accumulated depreciation 


DEFERED CHARGES (note 4) 


signed on behalf of the board 


president secretary 


AUDITOR'S 
REPORT 


ae 


1975 1974 

$ $ 
— 1335171 
32 845 4 356 
651 055 86 757 
7 500 000 1 500 000 
8 183 900 2 926 284 
52 500 000 6 000 000 
13 125 687 6 601 620 
423 918 151 670 
128 017 69 735 
295 901 81 935 
13 421 588 6 683 555 
1 886 152 1 209 073 


75 991 640 


16 818912 


In accordance with Section 18 of i 
charter, | have examined the balanc 
sheet of the Société Québécois 
d'Iniatives Pétroliéres — SOQUIP as ; 
March 31, 1975 and the statement « 
changes in financial position for tk 
year then ended. | have obtained all tr 
information and explanations | hav 
required. My examination included 
general review of the accountin 
procedures and such tests of accour 
ting records and other supportin 
evidence as | considered necessary | 
the circumstances. 


As disclosed in the accountin 
policies described in note 1, th 
Company is in the exploration stac 
since its foundation. it capitalizes 1 
oil and gas properties all expense 


LIABILITIES 
1975 1974 


CURRENT $ $ 
Bank overdraft 3196 — 


Accounts payable and accrued charges 1 072 493 500 920 
Bank loan oo 500 000 

1 075 689 1 000 920 

LONG TERM 0 sessssssssssses+ Beas soa Se as 
Bank loan = 900 000 


SHAREHOLDER EQUITY 


CAPITAL STOCK (note 2) 


Authorized — 
2,000,000 shares of a par value of 
$50 each 


Suscribed — 
1,500,000 shares 75 000 000 15 000 000 


DEFICIT (note 5) 84 049 82 008 
74915 951 14917 992 


75 991 640 16 818 912 


a) 


' 
Ln | 
) 


= = = 
CiadltGUu Ww VY VIC Ga GLLVUIUGIILG Yu GIG ¥ 
tatarc 4 te nthor oavnancac a ASato arrantandn arconiinting onrinciniocc anniian 
ers it ere ense | a7e e e esa e 
defers ail 1S Omer expenses. 10 Cale, accepted accounting p cipies applied 
: > : : 
—_ Camnan = Asamad =n Aaa An a RAacic coancictoant wrth that at tho 
ie > ee e ave = = e = e 
LEIS wVUliivally > USS SU tu iaWvWS Ul G VUadsio VLULISISLC! ’ at U uit 
eal Zea no nro ang tronave s cTa2ineq nrecening ear 
wu a wwiwvt ~ we — —— TF ee ee ~~ we weve J -~— 
nm inec \ 2 a Aweerniiinn ff tha Pact 
} fe ee e e = 
10 1OSS, WITN the ExCeptulon Ol} © COS 
c ; - cc raw: 
aS SS ees ie aetE ins Se RE 
| sanannonedn nr oQ TS A/T er 5E6TaTo arose a 
Ji GUahiUUlicu VPIUISLLo WVIILLS U WCIidiU LaiVUot, U.d.- 
5 j c A o> 
2CCOrMINA nO ctaf7aQment —- Arotit j Aiszanr ~paneara 
SaCLCUIUIIOLY U sla lSllic Vi s AAUGILOL UCIICia 
and Ince ic nracantad 
2r | ecea e 
Sti USD lo VICoS SU 
= See Soe SS 
: : { PRE 2 5 O75 
In mm anInIAN enhiaect FO ciich VZUEDEL, Ga U JidJ 
iil i VeVi : VUMPOCUL ae JUL 
maths SoA? ac Maser Ae Se ee Be Se eS —— 
201IS e e = e 
GUJUSUTICLIL go VWUUIU IOoUlL TUT! GUIS 
FO recover in the firture the amounts at 
VU CULUYSI Pi liisS IULUIS LIS GlhvVu to Gt 
=i toe t a49049050 2079 
vhich the properties $13.1275.608 and 
wy Poti & Se VIVUVOI Livco Yiwv,! Vrrvi citu 
tat r a7 : €4 2064 159 rrian 
eferre haraes $ 86.15? are carrie 
Oererred Charges 21,000,102 afe Called 
mn me naiance Sneet tTnece tinancia 
i UiG VMGIGiiLG voilSot, CIS lita VIG 
oe 3 - 
See Sar ae etme TER si, £ = = 
Statements vresent fair rea nanci2 
SLIGO! Ciito (Coe & iti fit Giitvia 
- 8 > 
NOsSItION of the Comoan ae a% March 
VUSIUUL! UO UiG VWUlliVally do Gt iViditL 
5+ “aaQ>C c 
: Q7F and sha rocjiite at +? 
Si, ivg/o Gitu Li SOULS Ul ilo 
NNaratiannc ana sno rhancac - ste 
UVUSCIGLIUIIS Gitu ClidiiW@co ' iLO 
—— aol mats £ Siare laine a 
financial position for the year en 
breeGituerce wWYolivii vt tii —— . = 


SQQUIP 


Société Québécoise d’initiatives pétroliéres 


Statement of changes in financial position 


Of year ended March 31, 1975 


Working capital provided by: 
Share subscription (note 2) 
Additionnal subscription 


Less: increase in the amount receivable 


after one year 


Long term bank loan less instalments due 


within twelve months 


Working capital used for: 
Deferred charges for the year 


Less : expenses requiring no cash output — 


depreciation of fixed assets 


Funds used for deferred charges 
Capitalized exploration expenses 
Acquisition of other fixed assets 


Long term bank loan reimbursement 


Increase (decrease) of working capital 
Working capital at beginning of year 


Working capital at end of year 


Details of increase (decrease) 
Cash and short term deposit 
Accounts receivable 
Drilling equipment stock 


Subscribed capital stock receivable within 


twelve months 


Accounts payable and accrued charges 


Short term bank loan 


Net variation of working capital 


1975 


60 000 000 
46 500 000 
13 500 000 


13 500 000 


O77 079 


58 282 


618 797 
6 526 108 
272 248 


900 000 
8 317 153 


5 182 847 
1925 364 


7108211 


(1 338 367) 
28 489 
564 298 


6 000 000 
5 254 420 


671 573 


(500 000) 


5 182 847 


1974 


1 500 000 


900 000 
2 400 000 


493 266 


19 560 


473 706 
3 730 695 
29775 


4234176 


(1 834 176) 
3 759 540 


1 925 364 


(870 740) 
(122 038) 
86 757 


(906 021) 


428 155 
500 000 


925 166 


(1 834 176) 


Société québécoise 
d'initiatives pétroliéres 
Notes to financial 


statements 
As at March 31, 1975 


1. ACCOUNTING POLICY 


The Company is in the exploration 
phase and capitalizes or defers all 
expenses related to oil and gas 
exploration. The Company Is con- 
sidered to have made neither a profit 
nor a loss with the exception of the 
write-off of relinquished property. 


Consequently no statement of profit 
and loss is presented. 


Other fixed assets 

Depreciation of other fixed assets is 
based on the reducing balance method 
at generally recognized rates. 


2. CAPITAL STOCK 


A modification to the Company's 
charter assented to on July 5, 1974 has 
increased the autorized capital stock 
of $85,000,000 to bring it at 
$100,000,000. According to the same 
law the capital stock subscribed by the 
minister of Finance is increased of 
$60,000,000 to bring it at $75,000,000. 


During the financial year, 150,000 
shares were issued bringing the paid 
up capital to $15,000,000 as at 
March 31, 1975. 


The Company will receive $7,500,000 
annually for the next eight financial 
years in settlement of his subscribed 
capital stock not fully paid as of 
March 31, 1975. 


This law also authorizes the Minister 
of Finance to pay the company, in one 
or more installments before March 31, 
1983 and according to its activities 
and the authorization of Lieutenant- 
Governor-in-Council, a supplementary 
amount of $25,000,000 for 500,000 
shares. 


3. PETROLEUM AND NATURAL GAS PROPERTIES 


Cost of oil and gas properties comprises : 


Capitalization at 
March 31, 1974 


$ 


Acquisition of rights 
Geological operations 
Geophysical operations 
Drilling 


294,459 
464,286 
2,436,401 
3,416,474 


6,601,620 


Additions 


$ 


611,750 
266,707 
1,519,127 
4,128,524 


6,526,108 


* Amounts formerly capitalized on relinquished properties. 


4. DEFERRED CHARGES 


The deferred charges comprise: 


General and administrative expenses: 


Less: 
— Net financial income 
— Miscellaneous income 


Deferred charges 


5. DEFICIT 


The relinquishing of certain works during the year produced a 
write-off of property holdings in the amount of $2,041 which had 
been capitalised on petroleum and natural gas properties. 


The deficit is as follow: 


Balance at beginning of year 
Write-off 


Balance at end of year 


Capitalization 
before write-off 


$ 


906,209 
720,993 
3,955,528 
7,544,998 


19,127,728 


At 
March 31, 1974 


$ 
1,896,456 


605,516 
81,867 
687,383 
1,209,073 


* Capitalization at 
Write-off March 31, 1975 


$ $ 
241 905,968 


1,800 TVD AGS | 


3,955,528 
7,544,998 


13,125,687 


At 

Additions March 31, 1975 
$ $ : 
749,554 2,646,010 


667,745 
92113 


759.858 


1,886,152 


677,079 
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